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D^ARTMENT  OF  ENERGY 

10  CFR  Part  791 

[Doelwl  No.  CA9-RM-7»-a01] 

Eleolrle  and  Hybrid  Vehldea  Research. 
Development,  Demonetration,  and 
Production  Loan  Guaranties 

AOKNCY:  Department  of  Energy. 
action;  Final  rule, _ 

summary:  This  notice  of  final 
rulemaking  amends  the  Department  of 
Energy  relations  on  Electric  and 
Hybrid  Vehicle  Research,  Development, 
Demonstration,  and  Production  Loan 
Guaranties  in  order  to  implement  certain 
amendments  to  the  Electric  and  Hybrid 
Vehicle  Research,  Development,  and 
Demonstration  Act  of  1976  contained  in 
the  Department  of  Energy  Act  of  1978 — 
Civilian  Applications.  These 
amendments  include  provisions  for  the 
o^ering  of  principal  as  wrell  as  interest 
assistance  and  the  establishment  of  the 
Electric  and  Hybrid  Vehicle 
Development  Fund.  The  Rnal  rule  is  not 
changed  from  the  proposed  rule. 
EFFECTIVE  DATE:  July  2, 1979. 

FOR  FURTHER  INFORMATION  CONTACT. 
Anthony  H.  Ewing  (Program  Office),  Office  of 
Conservation  and  Solar  Applications, 

Room  3224,  20  Massachusetts  Avenue, 

NW.,  Washington,  D.C.  20585  (202)  376- 
4747 

Mary  Ann  Masterson  (Office  of  General 
Counsel),  Department  of  Energy,  Room 
3228, 20  Massachusetts  Avenue,  NW.. 
Washington,  D.C.  20585  (202)  378-9488 
Vivian  Sande  (Media  Relations),  Office  of 
Conservation  and  Solar  Applications, 
Department  of  Energy,  Room  3220C,  20 
Massachusetts  Avenue,  N.W.,  Washington, 
D.C.  20585  (202)  378-9875 

SUPPLEMENTARY  INFORMATION: 


Proposed  Rulemaking  (44  FR  4418, 

January  19, 1979)  to  amend  its 
relations  in  order  to  conform 
r^uUtions,  as  appropriate,  to  die 
amendments  to  section  10. 

n.  PubBc  Comment 

DOE  received  no  requests  to  speak  at 
the  public  hearing  scheduled  for 
February  20, 1979,  and,  consequently, 
issued  a  notice  in  the  Federal  Register 
on  February  15, 1979,  cancelling  the 
public  hearing  (44  FR  10090,  February  16, 
1979). 

No  written  comments  with  respect  to 
the  proposed  amendments  to  Part  791 
were  received  by  DOE. 

m.  Adoption  of  Amendments 

Having  received  no  comments,  and 
based  upon  all  other  information 
available  to  it,  DOE  has  deiermined  to 
adopt  the  amendments  as  proposed. 

IV.  Other  Matters 

A.  Environmental  Impact 

Upon  review  of  an  Environmental 
Assessment  prepared  to  evaluate  the 
environmental  effects  of  the  EHV 
Research,  Development,  and 
Demonstration  Program  of  which  this 
rulemaking  is  a  part,  it  has  been 
determined  that  the  program  does  not 
constitute  a  major  Federal  action 
signiffcantly  affecting  the  quality  of  the 
human  environment  and  that,  therefore, 
no  additional  review  is  necessary  at  this 
time  to  fulfill  DOE's  responsibilities 
under  the  National  Environmental  Policy 
Act  (42  U.S.C.  4321  et  seq.). 

B.  Regulatory  Review 

It  has  been  determined  that  the 
amendments  to  Part  791  are  significant, 
as  that  term  is  used  in  Executive  Order 


communities.  In  acoordanoe  with  DOE's 
finding  that  the  amendments  are  not 
likely  to  have  a  major  impact,  DOE  has 
determined  that  no  oommunity  and 
urban  impact  analysis  of  the  i^emakhm 
is  necessary,  pursuant  to  section  S(a)  oi 
Circular  A-116. 

D.  FERC  Review 

Pursuant  to  section  404(a)  of  the 
Department  of  Energy  Organization  Act 
(Pub.  L  95-91, 42  U.S.C.  7101  et  seq.),  the 
Federal  Energy  Regulatory  Commission 
(FERC)  was  notified  of  this  rulemaking 
when  ffie  Notice  of  Proposed 
Rulemaking  was  issued.  FERC  has 
reviewed  the  amendments  and  has 
ccmcluded  that  they  are  unlikley  to  have 
any  significant  effect  upon  the  electric 
utility  regulatory  responsibilities  of 
FERC. 

(Electric  and  Hybrid  Vehicle  Research, 
Development,  and  Demonstration  Act  of  1976, 
Pub.  L  94-413,  as  amended  by  the 
Department  of  Energy  Act  of  1978 — Civilian 
Applications,  Pub.  L  95-238;  Energy 
Reorganization  Act  of  1974,  Pub.  L  93-438; 
Department  of  Energy  Organization  Act,  Pub. 
L.  95-81;  E.0. 12009  (42  FR  48267);  EO.  12044 
(43  FR  12661, 43  FR  18634).) 

In  consideration  of  the  foregoing.  Part 
791  of  Chapter  III  of  Title  10  of  the  Code 
of  Federal  Regulations  is  amended  as 
set  forth  below. 

Issued  in  Washington,  D.C.,  May  24, 
1979. 

Omi  G.  Walden, 

Assistant  Secretary  for  Conservation  and 
Solar  Applications. 

Chapter  III  of  Title  10,  Code  of  Federal 
Regulations,  Part  791  is  amended  as 
follows; 

1.  Section  791.1  is  revised  to  read  as 
follows: 


I.  Background., 

On  May  9, 1978,  the  Department  of 
Energy  (DOE)  issued  final  regulations 
establishing  policies  and  procedures  for 
loan  guaranties  by  which  lenders,  as 
well  as  borrowers,  may  participate  in 
accelerating  the  development  and 
production  of  electric  and  hybrid 
vehicles  (43  FR  20476,  May  12, 1978). 
These  regulations  were  intended  to 
provide  for  the  implementation  of 
section  10  ("Loan  Guaranties")  of  the 
Electric  and  Hybrid  Vehicle  Research, 
Development  and  Demonstration  Act  of 
1976  (EHV  Act)  (Pub.  L  94-413, 15  U.S.C. 
2501  et  seq.]. 

Section  603  of  the  Department  of 
Energy  Act  of  1978— Civilian 
Applications  (DOE  Act)  (Pub.  L  95-238). 
amended  section  10  of  the  EHV  Act  in 
several  respects.  Accordingly,  on 
January  15, 1979,  DOE  issued  a  Notice  of 


(E.O.)  12044  and  amplified  in  DOE  Order 
2030  which  sets  forth  procedures  for 
developing  Department  of  Energy 
regulations.  This  determination  is  based 
upon  the  importance  of  the  amendments 
which  extend  the  program  for  two  years 
and  authorize  principal  assistance  under 
certain  circumstances,  and  upon  an 
appreciation  of  the  importance  of  the 
overall  electric  and  hybrid  vehicle 
program  in  encouraging  the  development 
of  alternative  means  of  transportation. 

It  has  been  further  determined  that 
this  regulatory  action  is  not  likely  to 
have  a  major  impact,  as  defined  by  E.O. 
12044  and  as  amplified  in  DOE  Order 
2030;  consequently  no  regulatory 
analysis  is  required. 

C.  Urban  Impact  Analysis 

This  rulemaking  has  been  reviewed  in 
accordance  with  OMB  Circular  A-116  to 
assess  the  impact  on  urban  centers  and 


§  791.1  Puipose. 

The  purpose  of  this  regulation  is  to  set 
forth  policies  and  procedures  under 
which  lenders  may  obtain  a  Federal 
guaranty  backed  by  the  full  faith  and 
credit  of  the  United  States  on  loans  to 
qualified  borrowers  for  purposes  related 
to  the  research,  development, 
demonstration,  and  commercial 
production  of  electric  or  hybrid  vehicles 
in  an  environmentally  acceptable 
manner. 

2.  Section  791.9  is  amended  in 
paragraph  (1)  to  read  as  follows; 

S  791.9  Loan  guaranty  criteria. 

•  •  *  •  • 

(1)  *1110  amount  of  the  guaranty  on  any 
loan  shall  not  exceed  $3,000,000 
principal  unless  the  Secretary  finds  that 
a  higher  gucu'anty  level  for  specific  loan 
guaranties  is  necessary  in  o^er  to  carry 
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out  the  purposes  of  Pub.  L.  94-413,  as 
amended  by  Pub.  L  95-238; 
***** 

3.  Section  791.10  is  revised  to  read  as 
follows: 

§  791.10  Principal  and  interest  assistance. 

With  respect  to  any  loan  guaranteed 
pursuant  to  this  regulation,  the  Secretary 
,may  enter  into  a  principal  and  interest 
assistance  contract  widi  the  borrower  to 
pay  the  lender,  on  behalf  of  the 
borrower,  the  principal  and  interest 
charges  which  become  due  and  payable 
on  the  unpaid  balance  of  any  such  loan 
if  the  Secretary  finds: 

(a)  That  the  borrower  is  uhable  to 
meet  principal  and  interest  payments, 
and  that  it  is  in  the  public  interest  to 
permit  the  borrower  to  continue  to 
pursue  the  purposes  of  the  project,  and 
that  the  probable  net  cost  to  the  Federal 
Government  in  paying  such  principal 
and  interest  wiU  be  less  than  that  which 
would  result  in  the  event  of  a  default; 

(b)  That  the  amount  of  such  principal 
and  interest  charges  which  the  Secretary 
is  authorized  to  pay  is  no  greater  than 
the  amount  of  principal  and  interest 
which  the  borrower  is  obligated  to  pay 
under  the  loan  agreement;  and 

(c)  That  the  borrower  has  agreed  to 
repayment  of  principal  and  interest 
charges  paid  by  the  Federal 
Government,  to  the  payment  of  any 
deferred  user  charge  as  provided  in 

§  791.32,  "User  charge,"  and  to  the 
payment  of  interest  on  such  principal, 
interest,  and  deferred  user  charges  at  an 
annual  rate  to  be  set  by  the  Secretary 
and  as  stated  in  the  principal  and 
interest  assistance  contract 

4.  Section  791.11  is  revised  to  read  as 
follows: 

§  791.1 1  Default  payment 

In  the  event  of  default  by  a  borrower, 
as  defined  in  paragraph  (b)  of  §  791.3, 
"Definitions,"  with  respect  to  any  loan 
guaranteed  pursuant  to  this  regulation, 
and  except  as  provided  in  §  791.10, 
"Principal  and  interest  assistance,"  and 
paragraph  (b)  of  §  791.31,  "Loan 
servicing  by  lender,"  the  Secretary  will, 
as  provided  in  §  791.37,  "Default  and 
demand,"  make  payment  of  principal 
and  accrued  interest  in  accordance  with 
the  terms  and  conditions  of  the  guaranty 
contract.  Thereupon,  the  Attorney 
General  of  the  United  States  shall  take 
such  action  as  deemed  necessary  to 
recover  the  amounts  of  such  payments 
including  any  obligations  under 
paragraph  (c)  of  §  791.10,  "Principal  and 
interest  assistance,"  from  such  assets  of 
the  defaulting  borrower  as  are 


associated  with  the  project  or  as 
specified  in  the  guaranty  agreement 
liiis  includes  patent  and  proprietary 
rights  resulting  from  the  project  as 
provided  in  §  791.44,  "Patent  and 
proprietary  rights,"  or  fi'om  any  other 
surety,  security,  collateral,  guaranty, 
asset  or  bond  included  in  the  terms  of 
the  guaranty.  Any  recovery  achieved  by 
the  Attorney  General,  which  exceeds 
the  cost  of  recovery  amounts  included  in 
paragraph  (c)  of  §  791.10,  “Principal  and 
interest  assistance,"  and  the  amount 
paid  to  the  lender  including  principal 
and  interest  on  any  nonguaranteed 
portion,  in  accordance  with  the  guaranty 
agreement  or  principal  and  interest 
assistance  contract,  shall  be  returned  to 
the  borrower,  unless  the  guaranty 
agreement  provides  otherwise. 

5.  Section  791.12  is  revised  to  read  as 
follows: 

§  791.12  Period  of  guaranties  and 
principal  and  interest  assistance. 

No  loan  guaranty  agreements  will  be 
made,  or  principal  and  interest 
assistance  contracts  entered  into,  after 
September  17, 1983.  Guaranty 
agreements  in  effect  at  that  time  will 
continue  until  the  term  of  the  loan  is 
completed  or  until  the  guaranteed 
portion  of  the  loan  is  repaid  in  full  with 
accrued  interest,  whichever  occurs  first. 
Principal  and  interest  assistance 
contracts  in  effect  on  that  date  will 
remain  in  effect  thereafter  until  the 
contract  term  expires  or  the  contract  is 
terminated  in  accordance  with  its 
provisions. 

6.  Section  791.32  is  revised  to  read  as 
follows: 

§  791.32  User  charge. 

User  charges  imposed  on  the 
guaranteed  portion  of  the  loan  are 
computed  at  a  rate  of  one  percent  per 
annum  on  the  estimated  outstanding 
balance.  Payments  of  the  user  charge 
will  be  made  by  the  lender  at  the  time 
each  disbursement  is  made  and 
annually  on  the  anniversary  date  of 
closing,  or  at  other  intervals  to  be 
determined  by  the  Secretary.  The  user 
charge  will  be  collected  from  the  lender 
and  used  for  the  purposes  of  defi*aying 
the  cost  of  administration  and  possible 
Federal  loss  associated  with  the 
program.  The  user  charge  may  be 
passed  from  the  lender  to  the  borrower, 
and,  in  such  instances,  may  be  included 
in  the  aggregate  net  cost.  If  principal  and 
interest  assistance  is  in  effect,  payments 
of  this  charge,  if  passed  from  the  lender 


to  the  borrower,  may  be  deferred  for  the 
term  of  the  principal  and  interest 
assistance  contract. 

7.  Section  791.37  is  amended  in 
paragraph  (a)  to  read  as  follows: 

$  791.37  Default  and  demand. 
***** 

(a)  The  Secretary  shall,  pursuant  to 
the  provisions  of  S  791.10,  “Principal  and 
interest  assistance,"  determine  whether 
a  principal  and  interest  assistance 
contract  shall  be  executed.  In  the  event 
that  principal  and  interest  assistance  is 
not  warranted,  the  Secretary  shall  so 
notify  the  borrower  and  the  lender.  The 
lender  shall  make  available  without 
delay  such  documents  and  certifications 
as  the  Secretary  may  reasonably 
require,  evidencing  the  lender's 
compliance  with  notification  provisions 
of  the  guaranty  agreement. 
***** 

8.  A  new  section,  S  791.41a,  is  added 
to  read  as  follows: 

§  791.41a  Electric  and  hybrid  vehida 
demonatration  fund. 

(a)  As  provided  in  section  603(a)(1)  of  ' 
Pub.  L  95-238,  there  is  established  in  the 
Treasury  of  the  United  States  an  Electric 
and  Hybrid  Vehicle  Development  Fund 
(herinafter  referred  to  as  the  fund), 
which  is  available  to  the  Secretary  in 
carrying  out  the  loan  guaranty  and 
principal  and  interest  assistance 
program,  including  the  payment  of 
administrative  expenses  incurred  in 
connection  therewith. 

(b)  That  part  of  the  amounts 
appropriated  pursuant  to  section  16  of 
Pub.  L  94-413,  as  amended  by  Pub.  L 
95-238,  as  the  Secretary  deems 
necessary  to  carry  out  the  purposes  of 
the  program  and  any  amounts  which 
may  be  returned  to  the  United  States 
pursuant  to  §  791.11  shall  be  paid  into 
the  fund. 

(c)  Moneys  in  the  fund  not  needed  for 
current  operations  may,  with  the 
approval  of  the  Secretary  of  the 
Treasury,  be  invested  in  bonds  or  other 
obligations  of,  or  guaranteed  by,  the 
United  States. 

(d)  The  amounts  in  the  fund  shall 
remain  available  until  expended,  except 
that  after  September  17, 1983,  such 
amounts  in  the  fund  which  are  not 
required  to  secure  outstanding  guaranty 
obligations  shall  be  paid  into  the  general 
fund  of  the  Treasury  of  the  United 
States. 

(e)  If  at  any  time  the  moneys  available 
in  the  fund  are  insufficient  to  enable  the 
Secretary  to  discharge  his 
responsibilities  under  the  program,  he 
shdl  issue,  to  the  Secretary  of  the 
Treasury,  notes  or  other  obligations  in 
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such  forms  and  denominations  bearing 
such  maturities,  and  subject  to  such 
terms  and  conditions,  as  may  be 

prescribed  by  the  Secretary  of  the  ^ 

Treasury,  lliis  borrowing  authority  shall 
be  eflfective  only  to  such  extent  or  in 
such  amounts  as  are  specified  in 
appropriation  acts.  Such  authority  shall 
be  widiout  fiscal  year  limitation. 

Redemption  of  such  notes  or  obligations 
shall  be  made  by  the  Secretary  fi^m 
appropriations  or  other  moneys 
available  for  the  program.  Such  notes  or 
other  obligations  shall  bear  interest  at  a 
rate  determined  by  the  Secretary  of  the 
Treasiuy,  which  shall  not  be  less  than  a 
rate  determined  by  taking  into 
consideration  the  average  market  yield 
on  outstanding  marketable  obligations 
of  the  United  States  of  comparable 
matxuities  during  the  month  preceding 
the  issuance  of  ^e  notes  or  other 
obligations.  The  Secretary  of  the 
Treasury  shall  purchase  any  notes  or 
odier  obligations  issued  hereunder,  and 
for  that  purpose  he  is  authorized  to  use 
as  a  public  debt  transaction  the 
proceeds  from  the  sale  of  any  securities 
issued  under  the  Second  Liberty  Bond 
Act,  as  amended,  and  the  purposes  for 
which  securities  may  be  issued  under 
that  act  are  extended  to  include  any 
purchase  of  such  notes  or  obligations. 

The  Secretary  of  the  Treasury  may  at 
any  time  sell  any  of  the  notes  or  other 
obligations  acquired  by  him  under  this 
subsection.  All  redemptions,  purchases, 
and  sales  by  the  Secretary  of  the 
Treasury  of  such  notes  or  other 
obligations  shall  be  treated  as  public 
debt  transactions  of  the  United  States.' 

(f)  Business-type  financial  reports 
covering  the  operations  of  the  fond  shall 
be  submitted  to  the  Congress  by  the 
Secretary  annually  upon  the  completion 
of  the  appropriate  accoimting  period. 

9.  The  Authority  of  10  CFR  Part  791  is 
amended  to  read  as  follows; 

Authority:  Electric  and  Hybrid  Vehicle 
Research,  Development,  and  Demonstration 
Act  of  1976,  Pub.  L  94-413,  as  amended  by 
the  Department  of  Energy  Act  of  1978 — 

Civilian  Applications,  Pub.  L  95-238;  Energy 
Reorganization  Act  of  1974,  Pub.  L  93-438; 
and  Department  of  Energy  Organization  Act 
Pub.  L  95-91,  E.0. 12009  (42  FR  48267). 
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